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EE#13
With respect to an insurance contract, what is the best exanple ofconsideration?

A. Martin is returning a shirt he purchased online for $35 because he found it cheaper elsewhere
B. Calvin wants to start a tutoring business and may charge $40 per hour

C. Yasmin offers to sell her dog for $500 but Paula refises

D. Jennifer agrees to sell a $20,000 painting for $10,000 to her friend Shania

He:. D

Y.

In contract law,considerationrefers to the exchange of something of value between parties. It is a necessary element for forming a
legally binding insurance contract. In insurance, the msurer promises to indennify the insured in exchange for thepremium-this
exchange constitutes consideration.

OptionAis the only scenario demonstrating a clearbargained-for exchange. Jennifer gives up a painting of value, and Shania provides
monetary payment. Even though the price is reduced, consideration still exists because each party is giving something of legal value.
Option B shows no exchange-only contemplation of future pricing.

Option C shows no contract formed, because the offer was not accepted.

Option D is a return/refund scenario, not an exchange forming a new contract.

Thus, Ais the best example of consideration.

EE#14
The risk manager of an oil refinery is seeking ways to transfer the pollution risk of a new drilling method.
What is the best option?

A. Add the risk to the company's standard commercial property and liability policies
B. Retain the risk

C. Transfer the risk using a surety bond

D. Use a non-insurance loss-financing transfer agreement to insure the risk

.|

o2
m

: D

MY

Pollution exposures-especially from oil refinery operations-arehigh-severity, high-complexity risks.

Standard property and liability policiestypically exclude pollution, except for sudden and accidental events.

Pollution arising from new drilling methods is considered aspecialized environmental liabilityand often requirescustomized financial
transfer mechanisms.

Anon-insurance loss-financing transfer agreement(also called a contractual risk transfer or financial risk transfer mechanism) allows
the company to shift the financial consequences of pollution losses to another entity or through non-traditional insurance structures
(e.g., environmental impairment liability contracts, captive agreements, or specialized financial instruments). This is the most
appropriate and realistic way to transfer complex pollution exposures.

Option A (retain the risk) is unsafe due to catastrophic loss potential.

Option B (surety bond) guarantees performance, not pollution losses.

Option D is incorrect because standard policiesdo not coverthis exposure.

Thus the best option isC.

HAE#15
Which risk could be nsured bychattel coverage?

e A Trip cancellation for a honeymoon
¢ B. A mobile home belonging to a family


https://www.dumptop.com/IIC/C11-dump.html

e C. Frrors and omissions for a lawyer's office
¢ D. A half-court shot contest at a basketball game

HE: B

Y.

Chattelrefers tomovable personal property(as opposed to real property/land). Insurance policies that cover chattels protect iterms
such as furniture, machinery, mobile homes, and other movable property.

Amobile horreis specifically recognized as chattel because it is transportable and not permanently affixed to land. Therefore, a
mobile home qualifies for chattel insurance coverage.

Option A is atravel insurancerisk.

Option C is anevent prize indemnity risk, not related to chattel.

Option D isprofessional liability(errors & omissions), which covers negligence, not movable property.

Thus, the risk insurable under chattel coverage is amobile home, makingBthe correct choice.

HE #16
Which is NOT one of the three types of knowledge an underwriter requires to be successful in their role?

A. Prescription knowledge

B. Clains knowledge

C. Industry knowledge

D. Insurance product knowledge

HE: A

MY

Successful underwriters must blend several types of knowledge to properly assess risk and construct suitable terms. The core areas
typically highlighted in insurance education are:

Insurance product knowledge - Understanding policy wordings, coverages, exclusions, conditions, endorsements, and how different
products respond to various loss scenarios.

Industry knowledge - Knowing the industries they insure (e.g,, construction, retail, manufacturing):

operational hazards, typical loss trends, regulatory environment, and risk-management practices.

Clains knowledge - Appreciating how losses actually occur, how clains are adjusted, common coverage disputes, and historical
loss experience. This helps underwriters anticipate problem areas and price and structure coverage appropriately.

"Prescription knowledge" is not a standard category in underwriting education. While underwriters may need guidelines, manuals,
and rules, this is not recognized as one of the three foundational knowledge types.

Therefore, the item that is NOT one of the three required knowledge types is A. Prescription knowledge.

A2 #17
Which action reduces a hazard?

A. Installing anti-slip floor tile in the hallway
B. Shutting off sprinkler systems during renovations

C. Using high beans at night on a busy highway
D. Removing protective packaging around itens being moved

HE: A

Y.

A hazard is a condition that increases the likelihood or severity of a loss. Installing anti-slip flooring reduces the chance of'slips and
falls, thereby reducing a hazard. This is an example of loss prevention-altering physical conditions to make an environment safer.
Option B increases danger because high beams on a busy highway can blind other drivers. Option C significantly increases fire
hazard because sprinkler systerns provide automatic fire suppression. Option D exposes itens to damage during transit, increasing
rather than decreasing hazard.

Therefore, the only option that clearly reduces a hazard is A: installing anti-slip floor tile.

EE #18
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